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The Crisis in Housing 


And how is the Wagner-Ellender Bill going 
to make more labor and materials available? 


HEN the President named Wil- 

son Wyatt* as housing expediter 

he is said to have told him that 
the “housing situation is the most im- 
portant problem facing the country. If 
we don’t solve this one, we’ll really be 
in trouble in a year and a half.” 


Whether or not the President feels the 
situation is that desperate isn’t too im- 
portant at the moment because everyone 
knows — and particularly MBA mem- 
bers who are acutely close to the matter 
—that it is just about our No. | domes- 
tic problem and has all’ the explosive 
possibilities any home 
To make matters worse, 


front question 

could have. 
, 

there doesn’t seem to be a great deal 

that can be done to relieve the situation 


immediately. 


One of the indicators as to 
just how bad it is are the classified col- 
umns of the newspapers—and how this 
will back memories to many 
mortgage men who remember the same 
thing after the close of the last war! 
Trouble is, this time it is just beginning 
last time it didn’t 


surest 


bring 


while last so very 


long. 


In Chicago recently we’ve seen nu- 
merous advertisements earnestly plead- 
ing for a tp on an apartment. No 
doubt the same thing is going on every- 
where, but, like the well-known “per- 

*How many members recall Wilson Wyatt's article 
in The Mortgage Banker for October, 1943? In it 


he said the time for postwar planning was now—and 
not wait for Uncle Sam to do it. 


these classified 


dramatize the 


” bd 
sonals” in 
advertisements 
trouble in a way nothing else can. 


ne wspape rs, 
seem to 


In the New York Times, recently 
was one which read: “I want a roof to 
put over the heads of my wife and 3 
sons who are lonesome waiting in Mem- 
phis; 8 rooms are needed . . . 


And in the Detroit News: “Advertis- 
ing executive and wife want furnished 
house or apartment; no children es 
In the San Antonio Express: “Railroad 
engineer, wife and 6-year-old baby ur- 
gently need furn. or unfurn. apt. or 
.’ In the Altanta Constitu- 
tion: “Responsible executive national 


firm, wife and son, 13, three-bedroom 
” 


house 


unfurn. house .. . 


In the Washington Star: “Represen- 
tative heading automobile manufacturer 
desires house or apartment...” In the 
Chicago Tribune: “Large mfr. needs 
house or apartment for one of its key 
executives...” 

Cash rewards in small communities 
have been numerous. One ‘Texan 
offered $100 Reward for 5 or 6-room 
apartment or ” — Another 
planned to sacrifice a “Brand new G. E. 
electric iron and $50 reward for any 
decent furnished apartment af 


house 


In the Chicago Tribune: “Profes- 
sional optimist offers gal. blood and op- 
tion on rt. eye (also $65 mo.) for any- 
thing resembling | rm. apt. . .” 


In the midst of this grave social cri- 
sis, the revised Wagner-Ellender bill 
makes is appearance. It is by far the 
most important legislation yet proposed 
with a direct bearing on the future of 
mortgage lending—and. it seems certain 
to pass the Senate! 


In some respects this isn’t surprising 
because no one has to be told that con- 
gress is tremendously disturbed, and 
rightly so, about the housing crisis and 
is almost willing to try anything in this 
situation, 


MBA has already sent you an expert 
analysis of the Bill and recent Washing- 
ton Letters have gone into the. matter 
more thoroughly from various angles. 
While you were thinking about it, did 
you end up with the realization that 
here is a piece of legislation which: may 
mean a probable cost to the taxpayers 
of a vast sum of money, perhaps several 
billions of dollars. 


Did you realize that it sets up rural 
housing grants of more than a billion 
provides for making NHA 
permanent, and for making 100 per 
cent loans for farm homes thus, accord- 
ing to one commentator killing the pri- 
vate farm mortgage business entirely? 
That possibly may be a little too pessi- 
mistic but then again this might be 
logical conclusion based upon what the 
bill says and implies. All together it 
looks as though it is a several billion 
housing. So 


dollars, 


covernment-venture in 











President Mahan’s first 
analysis of the bill at the New York 
convention, two days after it was intro- 


He said 


maybe Past 


duced, was just about correct. 


it was our atomic bomb. 


MBA’s testimony well-received 
by Senate banking committee 

The 
not to re-hash the features of the legis- 
com- 


purpose of these comments is 


but to introduce several 
ments of others on several phases of the 


law which we thought mortgage men 


lation 


might be particularly interested in. 


Vembers have already received your 
\ssociation’s statement before the Senate 
Banking and Currency Committee pre- 
ind presented by Mr. Mahan. 
Mahan’s statement was a 


document. <A 


pared 
Mr. 


med, 


reas- 
well though out 
number of outsiders, one of them a 
former top FHA official in Washington, 
MBA on the 
tions we made and declared it did. great 
MBA mem- 
that 


ind 


commended representa- 


credit to the \ssociation. 


bers can have every confidence 
their interests have been adequatel\ 
expertly reflected to the Senate group. 
In a calmer atmosphere, almost anyone 


will admit that a better bill could be 


written. 
Your 


greater amount of their time to this one 


representatives are devoting a 


and you 
the 


item alone than anything else 
will be hearing from them as to 
type of assistance which thev believe you 
can most effectively render. 

In the meantime, we wish it 
possible to send you a full transcript of 
the committee We 
have about ten of the statements deliv- 


were 


senate testimony. 


ered by the private enterprise groups 
ind every MBA member find 
them highly interesting and valuable 


would 


Commissioner Foley made an 
exceptional presentation. He said, as 
we did, that 32 years for 95 per cent 
loans is too long and, like every other 
person who knows the building business, 
frank to say that the Wagner- 
Ellender bill is not going to solve our 
present predicament. It isn’t going to 
create more materials and labor in a 
hurry and that’s where the whole trou- 
ble hes. 

Foley said two features would “tend 
to eliminate FHA as a factor in mort- 
gage financing”, first, the mandatory 


requirement that a mortgage to be eligi- 


reading. 


was 


2 
< 


for FHA must contain 


provisions for the granting by the lender 
a moratorium for 


ble insurance 
to the borrower of 
such period, not exceeding three years 
in the aggregate nor more than one year 
in any single extension, during which 
borrower is unable to make payment of 
principal or interest because of unem- 
ployment, economic conditions or mis- 
fortunes beyond his control and second, 
forbidding insurance on any mortgage 
unless the principal contractor provides 
a warranty against defects in building, 
materials and labor for one year. He 
declared the first would ruin the second- 
iy market for FHA mortgages and the 
second would cause builders to use other 
means of financing. He scored the sec- 
tion proposing 32-year loans for $5,000 
at + per cent, saying this is too long. 





W. Walter Williams 
Given High Honor 











MBA Past President W. Walter 
Williams of Seattle has been selected by 
the Seattle Real Estate Board as the 
city’s “first citizen for 1945” following 
in annual custom inaugurated in 1939. 
The bronze plaque designating Mr. 
Williams as Seattle’s citizen who, in the 
opinion of the board, afforded the maxi- 
mum of civic service to his community 
during the last year, will be awarded 
him on the occasion of the board’s 43rd 
annual banquet, January 17. 

Mr. Williams was president of the 
Seattle MBA for two years and in 1934 
was elected president of MBA. 

In 1938 he was elected president of 
the Seattle Chamber of Commerce. 
With the attack on Pearl Harbor, Mr. 
Williams entered into a program of 
community service. 

Upon the organization of the Wash- 
ington state defense council in 1941, he 
served as its chairman until February 
15, 1945. In 1942 he became district 
representative of the training within in- 
dustry group of the war manpower com- 
mission, which position he still holds. 

He as district chairman 
of the committee for economic devel- 
opment since 1943. He was president 
of the Washington State War Fund for 
one year and in 1944 was appointed by 
Mayor Devin as chairman of the “Citi- 
zens” Committee of the Seattle Area.” 


has served 


tor 

The 
trouble with housing now is not lack of 
credit, but lack of materials and labor, 
he continued. 


MacDonald expresses concern 
for the secondary market 

And let’s continue Mr. Foley’s com- 
ments on the secondary market with a 
statement by Milton T. MacDonald of 
Jersey City, a member of the MBA 
hoard and whose institution is the lead- 
ing financier of rental housing for the 
colored race in this country and there- 


Undue stimulation of demand 


houses now would be inflationary. 


fore very conscious of and very sym- 
pathetic to the social aspects of housing. 

“The sponsors of the Bill, either 
through ignorance or deliberate intent, 
show no understanding of the funda- 
mental precepts of the large scale coun- 
mortgage industry 
which is brought about through the med- 
ium of and the correlated activities of 
its three necessary component 
namely: the producers and servicers, the 
market and the 


try-wide lending 


parts, 
primary secondary 
market. 

“Much of the success of the market- 
ing of billions of dollars worth of FHA 
insured mortgages was predicated on 
the knowledge of and the function of 
the proper relationships between these 
essential participants. I how 
many members of the Congress even 
know what the secondary market is? 
It is my opinion that one of the main 
reasons for the failure of the mortgage 
provisions of the G. I. Bill stems from 
the failure of Congress to take cogniz- 
ance of this fundamental premise. 

“The proposed decrease in the maxi- 
mum interest rate, as called for in the 
Bill, would be of little consequence un- 
der ordinary circumstances as it would 
only be reflected in a further decrease in 
the dividend rate paid to the sixty million 
holders of life insurance policies in the 
country as well as to the forty-five mil- 
lion savings bank depositors. The order- 
ly procedure of mortgage marketing 
would be severely crippled by the interest 
reduction as the net yield, after costs of 
acquisition and of servicing the loans, 
would not offer the long term institu- 
tional investor sufficient 
the interest return on high grade cor- 
porate bonds or long term government 
bonds to compel the flew of funds into 


wonder 


increase over 
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the mortgage channels which this legis- 


lation anticipates. 


‘Coupled with the attempt to place a 
lower ceiling on the long established 
maximum coupon rate on FHA mort- 
gages, both for homes and for rental 
housing, the Bill provides in various 
wavs to eliminate or to further reduce 


the risk to the lender. ‘This is unnec- 


essary and is only used as bait to trap 
the unwary. The eleven year record 
of FHA speaks for itself and shows 
unnecessary these amend- 
No thought or suggestion 


clearly how 
ments 


of a change of this nature has ever been 


are. 


voiced by a long term portfolio lender. 
Neither they as primary fi- 


for 


nor we, 
le king 


nancicrs, are 
a db 
Utopia. 


a riskless 
‘ 


No Need for 95% Loans and 32 Years Is Too 
Long Maturity Is View of ABA Leader 


By PHILIP A. BENSON 


E recognize that it is desirable 
and in the public interest that 
houses be produced for families 

of low income costing about $5,000 or 

even less. We are of the opinion that 


this will not be accomplished. by the pro- 


visions of the Wagner-Ellender bill. 
Section 402 would increase to 95 per 
cent the insurance on loans to home 
owners, and 85 per cent on loans to 


yuilders, when the amount of the loan 


does not exceed $5,000, and further 
provides that mortgages may: run for 
bear interest at no more 
There is little, if any , 


for a 95 per 


> 
$2 years and 
than 4 per cent. 


MECH 


cent mortgage. If 


} 


these low cost homes can be produced 


there are plenty of people eager to buy 
them and who will pay down at least 10 
per cent or more in cash. There cannot 
v% much doubt that for some time to 
t will be difficult to build enough 


houses to supply the demand of people 


come 


who can pay 10 per cent or more in 


cash. In other words, we have a large 
demand for houses and great difficulty 
supplying it and the market does not 
need the stimulation of 95 


per cent 


mortgages. 

The provision for the 95 per cent 
mortgage does not help the veteran for 
on houses costing $5,000 or even more 
we can lend him 100 per cent. 

Thirty-two years is too long a term 
for mortgages of this type for monthly 
payments reduce the mortgage too slow 
ly, probably hardly enough to keep up 
with depreciation. Computations in- 
that only 8.62 cent of the 
mortgage would be paid off in its first 


dicate per 
five vears of the term. 
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The provision for 85 per cent loans 
to builders is unwise. Eighty-five pe1 
often near to paying 


back to the builder his entire cost. If 


cent will come 
the market price of houses turns down- 
ward some builders will be inclined to 
abandon the houses on which they bor- 
rowed 85 Builders should 
have sufficient capital investment in their 


per cent. 
houses so that they will protect it. 

ABA that it is 
stipulate that the interest rate on loans 
of this type should not exceed 4 per 
We think it would be 


better if the same provisions regarding 


believes unwise to 


cent per annum. 


interest rates apply to these loans as apply 
to all other loans described in Section 
203 of the National Housing Act. 

403 taking 
away practically all risk from the mort- 


Section would result in 


gagee. This is unsound or is not in har- 
mony with the principles of mortgage 
insurance. Furthermore, it is not nec- 
essary to grant such an inducement to 


no diffi- 


im marketing loans without the 


mortgagees for there will be 


culty 
inducement. 


Section 406 is espec ially objectionable . 


It authorizes the Federal National 


Mortgage Association to make real’ es- 
tate loans insured under this section. This 
holds out an implied threat to private 
lending institutions and it means that 
if economic factors which determine a 
current interest rate on mortgage loans 
in the open market do not justify a rate 
of 3% per cent this government agency 
will make the loan. The effect of this 
will be to put the government in direct 
competition with private enterprise. 





Farmers Can Get All | 


Credit They Need 


By C. W. BAILEY 








ECAUSE I am a rural banker, 
my observations are confined to 
the provisions of Section 802 of 

Title VIII of the Wagner-Ellender 

bill. 

This section proposes credit for hous- 
ing for farmers, to be repaid over a 
period of forty-five years. Forty-five 
years is a longer time than that required 
by a diligent farmer to repay the cost 
of an entire farm operating unit of a 
size and character suited to his ability 
and managerial capacity. “The question 
more often asked by farmers is whether 
payment of long-time loans may be 
made: before maturity, rather than an 
inquiry as to extensions of time beyond 
that which the loans provide. 

Credit for the farmer is available 
now in amounts, and at rates of interest, 
to provide for his needs of every char- 
But labor and. material are very 
scarce, and, in some sections, almost un- 
The cost of building is 


acter. 


obtainable. 
very high. 
The 


than at any time since 1916. 


out of debt 
He has 


much of it in 


farmer is nearer 


vast resources in reserve- 





Ellender Bill. 


legislation. 


tee. 





Contributors in This Issue 

These are excerpts from the statements of several who appeared be fore 
the Senate Banking and Currency Committee in the hearings on the Wagner- 
Mr. Addison jis chairman of ABA’s Committee on Federal 
Mr. Benson is a member of that organization’s sub-committee 
on mortgage financing and urban housing of its federal legislation commit- 
Mr. Schwulst is chairman of this sub-committee and Mr. Bailey is 
ABA vice president and chairman of its agricultural commission. 








we 











government bonds. Statistics show 
that only 27 per cent of the farms in 
Tennessee are under mortgage. The 
farmer is not inclined to create debts 
now, particularly those which extend 


nto the uncertain future. 


During these years of good income 
the farmer who owed a mortgage debt 
has found it quite easy to liquidate that 
debt with dollars of greater abundance, 
lower purchasing power, but of equal 
debt retirement ability. Debts that are 
made now—particularly those which 
extend into a long period may en- 
counter a time of searcity, of increased 
dollar purchasing power and a much 
greater effort and production for accu- 
mulation of that number necessary for 
repayment. It is easy to pay 100 cent 
debts with fifty cent dollars, but the re- 


verse presents problems. 
The farmer has become a capitalist. 


He has excellent reserves which he is 


holding awaiting future developments 
and the presentation of favorable in- 
vestment opportunities. And it might 
be said in passing that this condition is 
not confined to the land owner. Ten- 
ants and sharecroppers have shared this 
prosperity. In my own local experience 
[ know that many renting farmers have 
excellent bank balances and substantial 
accimulations of government bonds. 
Many of them have bought and paid for 
small farms and property. 

With the return of more normal con- 
struction costs the farmer will begin to 
relax his purse strings and make im- 
provements that will add to living com- 
forts for the members of his family. 
He learned a lesson in the roaring 
thirties and will not be in a hurry to 
He has learn- 

independent 


get back into debt now. 

ed to be self reliant and 
and those of us who live in close rela- 
tionship with him want him to remain 


of that frame of mind. 


Warns That Wagner-Ellender Bill May Drive 


Investors Away from FHA Insured Mortgages 
By EARL B. SCHWULST 


ECTION 309(b) of the Wagner- 
Ellender bill contains a mandatory 
requirement that a mortgage to be 

eligible for FHA insurance must con- 
tain provisions for the granting by the 
lender to the borrower of a moratorium 
for such period, not exceeding three 


vears in the aggregate nor more than 
one year for any single extension, dur- 


ing which the borrower is unable to 
make a payment of principal or interest 
because of unemployment, economic 
conditions or misfortunes beyond his 
control. 

The effect of this provision may well 
be to make FHA mortgages unattrac- 
tive to many investors. It would involve 
difficulty of determining 
whether a default was really due to the 


the grave 


causes set out in the provision and might 
therefore surround with doubt the col- 
lectability of the obligation. Further- 
more, it is not necessary to attempt to 
vccomplish by mandatory legislation 
what, as a matter of fact, lenders are 
disposed to grant on their own initiative. 
Lenders make FHA insured loans be- 


cause they desire to keep their money 


invested. They have nothing to gain by 
arbitrarily foreclosing a mortgage in de- 
fault. They run the risk of loss of in- 
terest and loss in the form of foreclos- 
ure expenses which, in some jurisdic- 
tions, are very heavy. The most they 
could usually expect from the foreclosed 
mortgage would be debentures at a 
much lower rate of interest which 
would carry the likelihood of being 
shortly called for redemption. As a 
matter of fact, investors in FHA in- 
sured mortgages grant every reasonable 
indulgence to mortgagors who are in 
difficulty and who are acting in good 
faith. It has been our experience with 
FHA that they, too, grant every reason- 
able indulgence. 

It seems to me that this section will 
accomplish nothing except to drive in- 
vestors away from FHA insured mort- 
gages. We are pleased to know that 
FHA Commissioner Foley has taken 
substantially the same stand as we have 
with regard to this section. 

Section 312 of the bill requires, as a 
condition for mortgage insurance, a 
warranty by the principal contractor 


who built the house securing the mort- 
gage against structural and other de- 
We would enter a vigorous 
Builders and 


fects, etc. 
objection to this section. 
contractors would run a_ considerable 
risk under the provisions of this section 
and they will be reluctant to undertake 
that risk if they can obtain financing 
from lenders who would not require it. 
Therefore, the result of this section will 
be to discourage the use of FHA insur- 
ance, thus depriving home owners and 
lending institutions of the benefits that 
have flowed from the inspection and 
rating services, as well as from the im- 
proved methods of construction, which 
have been instituted by FHA and which 
have done so much to raise the standards 
of home construction and home financ- 
ing in this country. It would be par- 
ticularly unfortunate to have this sec- 
tion apply to loans insured by FHA and 
not make it apply to uninsured loans 
made by savings and loan associations, 
banks and all other mortgage lenders. 
We also suggest that the amendment 
to Section 207(c) (3) be changed by 
raising the amount from $1500 per 
room to $1800 per room. The effect 
of this change is merely to give a little 
more latitude to FHA in fixing the 
amount of the loan which they will in- 
sure. Conditions as to land and con- 
struction cost differ widely in the vari- 
ous urban centers of the country and 
the Commissioner should have the ceil- 
ing on a loan which he is authorized to 
insure sufficiently high so as to afford 
flexibility in meeting 
It would merely be 


him necessary 

local conditions. 
permissive for the Commissioner to go 
up to the ceiling limit, but he would 
still be under the injunction to satisfy 
himself that any proposed project was 
economically sound. 

I am afraid that if this ceiling is not 
raised. to $1800 we shall find it very 
difficult to make use of FHA insurance 
in housing projects in New York City 
and in the other large urban centers 
where land and construction costs are 
likely to be relatively high and where 
the need of housing projects with low 
and moderate rentals is so pressing. 

As to Title V on direct private in- 
vestment in housing for families of 
moderate incomes, this adds a new title 
VII to the National Housing Act, and 


(Continued on page 8, col. 1) 
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POSTSCRIPT TO NEW YORK 





Thinks We Are Going to Give the Character 


Factor More Weight Than Ever in Lending 


By PERRY 


BA’s New York Convention 
produced a great many thought- 
provoking ideas. ‘The contribu- 

tions by many outstanding authorities in 

the mortgage and building fields were 


particularly timely. 


All investment 
is primarily 
with two 


con- 
cerned 
principal things,— 
values and return. 
There are many 
con Si de rations 
which naturally 
-nter into the 





question of value 
P. S. Bower - 
the final analyst 
t always becomes a matter of appraisal 
of value on the one hand and yield on 
the other. “To the extent that the dis- 
cussions at the Convention contributed 
to more profound thinking on every- 
one’S part on these questions, to just 
such an extent did the meeting stimulate 
our long-term thinking of these matters. 

Mortgage brokers, mortgage corre- 
spondents and mortgage buyers are all 
vitally interested in value and yields, 
and both of these prime investment 
considerations have undergone such 
drastic changes in the last few years that 
they formed, perhaps, a paramount sub- 
ject. for’ formal and informal discussion 
during the Convention. 

L. Douglas Meredith, in his excellent 
paper, “Loaning for Tomorrow”, in- 
jected. the question of the personal trust- 
worthiness of the individual as an im- 
portant factor in mortgage loans. Not 
enough attention has been paid to this 
aspect by mortgagees in the past and has 
undoubtedly contributed to many heart- 
aches on the part of mortgage buyers. 
Its increasing importance can perhaps 
best be summarized by suggesting that 
properly selected borrowers may, to a 
considerable extent, overcome the effect 
of the political 
problems and even substantial errors or 


factors in mortgage 
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S. BOWER 


miscalculations* with respect to actual 
physical value. 

Cases can be called to mind where 
individuals have so highly regarded 
their own personal cevenant that while 
their obligations could have been side- 
stepped through instruments provided 
by the government for just such pur- 
poses, they have refrained from doing 
so and have lived up to their commit- 
ments even with substantial disttess to 
themselves. In fact, the more difficult 
it is likely to be to force payment of a 
loan through the medium of the person- 
al covenant, the more important it be- 
comes that the personal covenant be 


and yield, but, ifs Selected with greater care so that re- 


\ Cotigse to it will not be necessary. 
* fer _ * 
at opi ” . . 
Phevincreasing extent to which gov- 
erfiments gre becoming 
housing; problems further complicates 


interested. in 


the question of determining final value 
for lending purposes. It is obvious that 
the governMent is not only in the hous- 
ing business in one way or another to 
stay, but that its influence and interest 
will ‘widen and dé€pep as time goes on. 
Housing has become the nation’s number 
one sotvial. problem, just as unemploy- 
ment relief became the nation’s number 
one probltm during the 1930's. No 
govetnment can ignore it, nor can §Jit 
avoids taking 
istic view with respect to those elements 
of the free enterprise system which pro- 
duces housing; This situation is likely 
to be further accéntuated by the retard- 
ing influence on building which is in- 
herent in OPA regulations with respect 
to rent control. 


an increasingly paternal- 


The science of mortgage lending has 
made substantial strides in the last ten 


years. Many of the improvements and 
innovations which have taken place have 
resulted from competition forcing lend- 
ers to-greater efforts to appraise the needs 
and requirements of borrowers in rela- 
tion to their housing problems. On the 
other hand, many of the improvements 
which have taken place in lending prac- 
tices have stemmed from a genuine de- 
sire on the part of lenders to extend 
building and housing loans to borrowers, 
-with not only increased efficiency, but 
in the light of a wider appraisal of the 
borrower’s own needs and desires. 


Go-getters Always Get 


Their Share of Loans 
By WILFRED G. GEHR 


HE situation as to the scarcity of 

building materials is playing right 

into the hands of some congress- 
men and senators who are advocating a 
terrific federal housing program. 
interested in Joseph Meyerhoft’s discus- 
sion on current problems of the builder. 
He analyzed this subject very forcefully 
and described the problem builders are 
having to get material for private jobs. 
He answered the question that has been 
prevalent in our vicinity for the last 


I was 


ninety days, namely, getting a contrac- 
tor to give a fixed price for constructing 
a complete home. 

I was equally impressed. with the talk 
of Walter Gehrke of Detroit because, 
for the last four or five years, all mort- 
gage bankers I have met have com- 
plained about receiving an insufficient 
number of loan applications. Mr. 
Gehrke said The First Federal Savings 
and Loan Association, of which he is 
president, started from scratch in 1934- 
1935 and, up to a few months ago, had 
over $25,000,000 in loans on the books. 


(Continued on page 7, col. 1) 
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Plenty of Mortgage Money Available Without 
Any Credit Help from Wagner-Ellender Bill 


By F. G. ADDISON, Jr. 


IDING in the construction of 
homes by making mortgage loans 
important 


chartered 


been an 
State 


has always 
function of banks. 
commercial banks and mutual savings 
banks have been actively engaged. in this 
business for more than a hundred years. 
This is a natural function of banks in 
view of the large volume of savings 
funds which they hold. 

The amount of savings and time de- 
posits held by mutual savings banks, 
national banks and state chartered com- 
mercial banks at the end of 1944 tot- 
aled nearly $34 billions. It will be 
much higher at the end of 1945. A 
considerable portion of these savings 
funds is now invested in mortgages on 
real estate, principally on homes. For 
30 years, ending in 1944, funds in- 
vested in mortgages have represented 
over 20 to 40 per cent of the savings 
funds held by banks. A survey made in 


1940, the last year prior to the war, re- 
vealed that 5,000 commercial banks and 
294 mutual savings banks made a total 
of 308,818 new mortgage loans aggre- 
gating $1,150,000,000. The banks 
now have available over 20 billions of 
dollars which could be 


mortgage loans. Banks are not the only 


invested in 


institutions interested in home construc- 
tion. Insurance companies, building 
and loan associations, mortgage bankers, 
home construction companies and many 
others are anxious to see the revival of 
home construction and ready to lend for 
that purpose. All these institutions have 
more funds available for home con- 
struction than at any other time and in- 
terest rates on mortgages are ata lower 
level today than at any time in history. 

These institutions carried the 
bulk of home mortgage loans. At times 
they have been accused of encouraging 


have 


when interest rates on mortgages were 
much higher than they are today. 

We recognize that we are in a major 
housing crisis and one which may not 
yet have reached its peak. This crisis 
is comparable to the one which we faced 
at the end of the last war; but many of 
its elements are greatly magnified. 
World War I lasted for only 18 
months. World War II lasted for 4 
years. Home building has been sus- 
pended longer. The widespread increase 
in individual and family incomes—the 
increase in the number of families in 
our country ‘and the propective increase 
arising from the return of men of 
marriageable age from the services are 
the determining elements in creating 
this crisis. Solving that crisis is the prob- 
lem before us. There is only one solu- 
tion possible. Obviously it is to increase 
the number of homes available for oc- 
cupancy. 

Previous testimony before the com- 
mittee indicates that 12,600,000 units 
of new construction will be required in 
the next ten years, and that between 
October 1, 1945, and December 31, 
1946, the demand will be about 4,660,- 
000 units—2,900,000 for married vet- 
erans without established 
single veterans who marry. When these 
demands are considered in the light of 
the fact that the maximum number of 
dwelling units ever built in a single 
year prior to this war period was not 
over 937,000 units, it is submitted that 
it may well be dangerous to our econ- 
omy to make additional provision for 
credit for home buying by increasing 
demand through credit for that which 


homes and 


(Continued next page) 


over-building of homes, and in a period 





WILFRED G. GEHR 


(Continued from page 5) 
I know that Detroit and its suburbs has 
as much competition for loans as prob- 
ably any city in this country. Yet, here 
is Mr. Gehrke with a new company 
that has built up a portfolio of $25,- 
000,000 in loans. This leads me to be- 
lieve that loans are obtainable if the 
members are as active in getting new 
applications as, in all probability, Mr. 
Gehrke seems to have been. It indicates 
that real efforts produce results and that 
keen competition means nothing to a 


rood gvo-getter. 
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GUIDE TO PHOTOGRAPHS ON OPPOSITE PAGE 


AROUND THE NEW YORK CONVENTION: All captions read left to right. No. 1, Miller B. 
Pennell, Cleveland, MBA Counsel, and Past President §. M. Waters, Minneapolis, talking to unidentified 
lady; No. 2, Past President Owen M. Murray, Dallas, Attorney General Tom C. Clark and Aubrey M. 
Costa, board member from Dallas. Mr. Murray had to take some good natured ribbing from the At- 
torney General at the banquet where the latter was the principal speaker. He was MBA’s guest as a 
result of the invitation of Mr. Costa who left a sick bed to attend the dinner. No. 3, Mrs. Minnie W. 
Miller, Salt Lake City, Past President L. E. Mahan, St. Louis, and Past President W. Walter Williams, 
Seattle. For many years Mrs. Miller was MBA’s only woman member and headed the firm of Miller 
& Viele. With her at the banquet was her daugher whose husband is commandant at Governors Island 
in New York Harbor. No. 4, Frank J. Mills of Ft. Wayne, winner of the 1945 annual award for per- 
forming the most commendable service for the Association. No. 5, J. H. Magee of John Hancock in 
Boston, Wallace Moir, Los Angeles board member, and W. L. King, Washington, D. C., board member 
and chairman of the federal legislative committee; No. 6, John C. Thompson, Newark, board member 
and chairman of the convention committee, and Mr. Mahan, examining a speech, report or something— 
Stanley H. Trezevant of Memphis in the background. No. 7, Tom Clark meets Tom Clark! The 
Attorney General (left) meets Thomas F. Clark of New Haven, a long-time MBA member and known 
to everyone as ‘ust Tom Clark. The Attorney General is telling him that what he needs is a fancy bow 
tie like his own. 














| People and Events 





One of our members, W. B. Leedy 
& Co. of Birmingham, recently bought 
Chickasaw, Ala. for 


a million dollars . it has 


i whole town 


more than 


500 bungalows, a_ busy commercial 
section, fire department, drug and de- 
$75,000 theater 
The Home 


was the speaker at 


rtment stores and 

Robert P. 
Builders Association, 
Detroit MBA's 
ing. He spoke on 
Industry, Slanted or 
gage Banking?” 


Palmer, 


Gerholz of 


annual dinner meet 
“A United Building 
Pitched to Mort- 

George W. 
Prudential’s Cin- 
mortgage office, 
elebrated his 40th anniversary with the 
company . Cincinnati MBA mem- 
vers recently heard John E. Robinson, 
local OPA tell new G. I. 
loan developments . . . at a later meet- 
ng, members heard E. C. Edmonds 
ind Michael Augustine report on the 
Out in Utah, 


local 


manager of 


cinnati loan recently 


director . 


New York convention... 
Salt Lake City to be 
has hands 


exact, our 


chapter joined with other 


civic groups and has formed emer- 
gency housing committee to see to it that 
returning veterans get some place to 
live... V. R. Steffensen js chapter 
president this year. 

Employees of Melvin F. Lanphar & 
Company of Detroit gave a surprise an- 
for Lt. Commander 


L angher in 


niversary 
Melvin F. 
of the Company’s 22nd anniversary 

Lt. Commander Lanphar had just re- 


party 
commemoration 


turned from a three year stretch in the 
Navy. 

Adam G. Adams has resigned as 
secretary of the Greater Miami MBA 
ili health and has been suc- 
ceeded by Frank: Strubbe, Arthur 
Hollopeter, chapter president advises 

Richard M. Hurd, Jr., who saw 
Pacific 
resumed his 


vcause of 


uctive service in the aboard a 


carrier, has position in 
charge of the mortgage department of 
Teachers Insurance & Annuity Associa- 


tion of America in New York 


I \RLE B. SCHWULST 


¢ , cd from Pac 
t would edie under certain terms 


ind. conditions, a guaranteed yield on a 


direct investment in housing by individ- 
uals and groups, corporations, and other 
legal 


title because 


entities. We are opposed to this 
it involves the extension of 
government guaranty 
a new field, the field of direct in- 
vestment ownership. We that 
with the changes we have proposed i 

Section 207 of the National Housing 
Act the government will have 
far as is necessary or desirable in facili- 
tating the rental 
tenants in the and 


the principle of 
into 
believe 


gone as 


provision of housing 


for low moderate 


rental groups. 


F. G. ADDISON, JR. 
(Continued from page 7) 
is not available and thus increase the in- 


flationary of demand beyond 
supply. 
Granted that we 


are three essentials to the building of a 


pressure 


have the land, there 


he ymie. s€C0 nd , 


skilled 


credit. 


First, building materials; 


labor; and third, money and 


a shortage of and 
at statistics of 


would 


Is there 
credit! A 
the 


money 
casual glance 
financial situation 
lead say, “No,” immediately. 
Individuals have money in banks, in 
other financial institutions, in currency 
and in bonds. This is even true of 
many returning veterans. In addition, 
they have certain privileges under the 
G. I. Bill in the acquisition of homes. 
There is no shortage of money or credit 
and there is so much competition among 
financial institutions to secure mortgage 
loans that interest rates on such loans 
and the financial conditions and terms 
surrounding mortgage more 
favorable to the borrower than at any 
other time. 


present 
one to 


loans are 





p 





public libraries contamina 
more « million 
volgmes.in 1943 librery 
book circulation amoun 


te cbout four books for every 
person in the notion. 








The Twentieth “Sha bale 
a Dl —— in 142 


pereent of all a - B= 
income, 
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